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Taxes And Spending — Double Danger 


A Former President sees America on the “Last Mile to Collectivism.” 


by HERBERT HOOVER 


Mr. Hoover’s address at the Stanford University ceremonies 
honoring him on his 75th birthday was an historic state- 
ment about the character and_the. course of our government. 
Because it is both timely and timeless in its significance, 
Tax Foundation is reproducing it for re-reading and reference. 


OME of you will know that during the past two years I have added somewhat to my 
previous knowledge of the currents of government in this republic. Beyond the immediste 
problems of efficient organization of the Federal departments, there arose from these investiga- 
tions some very grave questions relating to the next generations, and, in fact, to our whole future 


as a nation. 


And now, as never before, we need thinking on some of these questions. If America is 
to be run by the people, then the people must think, and think now. And we do not need to 


put on sackcloth and ashes to think. Nor should 
our minds work like a sundial which records 
only sunshine. However, our thinking must 
square against some lessons of history, some 
principles of government and of morals; that 
is, if we would preserve the rights and dignity 
of men to which this nation is dedicated. 


And the real test of our thinking is not so 
much of the next election as it should be now 
of the next generation. 

Now I’m not going to offer you solutions to our 
national ills. But | would like to list some items for 
thought. Perhaps in Japanese-English a subhead 
would be “Bring feet from clouds into swamp 
where we now are.” 

We must wish to maintain a dynamic and pro- 
gressive people. No nation can remain static and 
survive. But dynamic progress is not made with 
dynamite. And that dynamite today is the geomet- 
rical increase in the spending of our governments— 
both Federal, state, municipal and county. 

Perhaps I can visualize what that growth has 
been. Twenty years ago all varieties of government, 
omitting Federal debt service, cost the average fam- 
ily less than $200 annually. Today, also omitting 
the debt service, it costs an average family about 
$1.300. 

Now, that is bad enough. But beyond this is the 
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alarming fact that at this moment the executives 
and legislatures of our country are seriously pro- 
posing projects which, if enacted, would add one- 
third more annually to our national spending. And 
if you add these items to the debt service the aver- 
age family will be paying about $1,900 a year 
taxes. They might get a little of it back if they live 
to be over 65 years of age. 

Now no doubt life was simpler about 147 years 
ago when our Government got well under way. At 
that time there was less than one government em- 
ployee, Federal, state and local, including the paid 
military, to each 120 of the population. And so late 
as twenty years ago, there was one government em- 
ployee to about every forty of the population. But 
today, there is one government employee to about 
every twenty-two of the population, and worse than 
this there is one government employee to about 
eight of the working population of the United 
States. 

Now, twenty years ago, persons directly or in- 
directly receiving monies from the Government-— 
that is, officials, and soldiers, and sailors, and pen- 
sioners, and subsidized persons and employees of 
contractors working for the Government—they rep- 
resented about one person in every forty of the 
population. 

Today about one person out of seven in the pop- 
ulation is a regular recipient of Government monies. 
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Now if all those of age are married, they comprise 
about onethalf of the voting strength of the last 
Presidential election. 

I would like for you to think that over. 

In the long run it is the average working citizen 
who pays through hidden and other taxes. And I’ve 
made up a little table showing the number of days 
which this kind of citizen must work on an average 
in order to pay the cost of his Government. 

For obligations for former wars he would have 
to work eleven days a year; for the defense and 
cold war, twenty-four days more; other Federal ex- 
penses another twelve days; for state and local ex- 
penditures fourteen days more, and that, so far, 
makes up a total of about sixty-one days out of 
each year. 

But beyond this the seriously proposed further 
spending which is now in process will take another 
twenty days of work from Mr. and Mrs. .\verage 
Citizen. 

Taking out the holidays and Sundays and average 
vacations, there are only about 235 working days 
in the year, and therefore a total of eighty-one days 
a year for taxes will amount to about one week in 
every month. 

Now you might want to work for your family 
instead of paying for a gigantic bureaucracy. 

And I hope you'll think about that also. 


Avoiding the Road to Ruin 


To examine what we're doing, we must get away 
from such sunshine figures as the gross national 
income. We must reduce our problem to the pos- 
sible savings of the people after a desirable stand- 
ard of living. If we adopt the Federal Government 
estimate of what this desirable standard consists of, 
then this actual, and this seriously proposed nation- 
al and local governmental spending will absorb be- 
tween 75 and 85 per cent of all the savings of the 
people. In practice it doesn’t work out even. A few 
people will have savings, but the many must reduce 
their standard of living to pay the tax collector. 

And it is out of savings that the people must 
provide their individual and family security. From 
savings they must buy their homes, and their farms 
and their insurance. It is from savings finding their 
way into investment that we sustain and stimulate 
progress in a dynamic productive system. 


One end result of the actual and proposed spend- 
ing and taxes to meet them is that government be- 


comes the major source of credit and capital in the 


economic system. At best the small business man is 
starved in the capital he can find. Venture capital 
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to develop new ideas tends to become confined to 
the large corporations, and they grow bigger and 
bigger. Governments do not develop gadgets of im- 
proved living. 

And another end result and one that should ap- 
peal to all of us is that it exposes our independent 
colleges and our other privately supported institu- 
tions to the risk of becoming dependent upon the 
state. Then through politics we will undermine that 
independence from which standards and stimuluses 
to government-supported institutions must arise. 

No nation grows stronger by such subtractions. 

Now it’s proposed that we can avoid these dis- 
asters by more government borrowing. That is a 
device to load our extravagance and waste on the 
next generation. But increasing government debts 
can carry an immediate punishment, for that is the 
road to inflation. There is far more courage in re- 
ducing our debts than in increasing them. And that 
is an immediate duty to our children. 

And there’s no room for this spending and taxes 
except to cut the standard of living of most of our 
people. Any way you can work it out comes to that 
end. It is easy to say that we'll increase corporation 
taxes. But that’s an illusion. The bulk of corpora- 
tion taxes are passed on to the consumer—and that 
is to every family. It is easy to say to increase taxes 


- on higher personal income brackets. But if all the 


incomes over $8,000 a year were confiscated it 
would cover less than 10 per cent of these actual 
and proposed spendings. 

The real road is to reduce spending and waste 
and defer some desirable things for a while. 


There are many absolute necessities; there are 
many less urgent meritorious and desirable things 
that every individual family in the nation would 
like to have but cannot afford. To spend for them 
or borrow money for them would endanger the fam- 
ily life and the family home. And so it is with the 
national family. 


So long as we must support the necessary na- 
tional defense and the cold war at a cost of twenty- 
four days’ work per year to Mr. Average Citizen, 
there are many comforting things that should be 
deferred if we do not wish to go down this road 
to ruin in our national family life. 


It merits thought from you. 


Compromising with Collectivism 

We have a few hundred thousand Communists 
and their fellow-travelers in this country. They can- 
not destroy the republic. They are a nuisance and 
require attention. We have doctrinaire Socialists 
who peacefully dream along about their utopia. 
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But there is a very considerable group of fuzzy- 
minded people who are engineering a compromise 
with all of these European infections. They fail to 
realize that our American system has grown away 
from the systems of Europe by 250 years. They 
have the foolish notion that a collectivist economy 
can at the same time preserve personal liberty and 
constitutional government. That cannot be done. 


The steady lowering of the standard of living by 
this compromised collectivist system under the title 
of “austerity” in England ought to be a sufficient 
spectacle for the American people. They have aimed 
at the abundant life and wound up with a ration. 

Now most Americans do not believe in these com- 
promises with collectivism. But they do not realize 
that through governmental spending and taxes our 
nation is blissfully driving down a back road at top 
speed. 

In the end these solutions of national problems 
by spending are always the same—power, more 
power, more centralization in the hands of the state. 
And along this road of spending the Government 
either takes over, which is Socialism, or dictates in- 
stitutional and economic life, which is fascism. 

We have not had great socialization of property, 
but we’re on the last mile to collectivism through 
Government collection and spending of the savings 
of the people. 

You must give it thought. 


Vague Promises—Misty Mirages 


And the device of these advocates of gigantic 
spending is the manipulation of words and phrases 
and slogans to convey new meanings different from 
those that we have long been used to. The maligned 
distortions drug our thinking. They drown it with 
emotion. For instance, we see government's borrow- 
ing and spending transfermed into a soft phrase 
called “deficit spending.” And the slogan of the 
“welfare state” that has emerged as a disguise for 
a totalitarian state by the exact route of spending. 

And out of these slogans and phrases and new 
meanings of words come vague promises and misty 
mirages—we had “the security from the cradle to 
the grave.” But in action these frustrate those basic 
human impulses to production which alone make a 
dynamic nation. 

And it is customary to blame our administrations 
or our legislatures for this gigantic increase in 
spending, these levies on the nation’s work days 
and this ride to a dead end in our unique and suc- 
cessful American system. But a very large cause 
of all this growing confiscation of the work of the 


people by our various governments is the multitude 
of great pressure groups among our own citizens. 
Also the state and municipal governments do not 
hesitate to pressurize the Federal Government. And 
within the Federal Government are pressure groups 
building their own empires. 

Aggression groups and agencies against the peo- 
ple as a whole are not the process of free men. 
Special privilege either in business or groups is 
not liberty. 

Many of these groups maintain paid lobbies in 
Washington or the state capitals to press their 
claims on the administrations and the legislatures. 

And we cannot forget that our representatives 
have to run for election. They can be defeated by 
these pressure groups. And in any event, our officials 
are forced to think in terms of pressure groups and 
not in the terms of the need of the whole people. 


Perhaps some of my listeners object to somebody 
else’s particular pressure group. Perhaps you sup- 
port one of your own. Perhaps some of you do not 
protest that your leaders are not acting with your 
authority. 


I hope you will think it over. 


No Bartering of Our Birthright 


And finally, may I say that thinking and debate 
on these questions must not be limited to legislative 
halls. We should debate them in every school. We 
should resort to the old cracker-barrel debate in 
every corner grocery, for in these places phrases 
and slogans can be dissolved into coramon sense 
and intellectual integrity. 


A splendid storehouse of integrity and freedom 
has been bequeathed to us by our forebears. And 
in this day of confusion and of world peril to lib- 
erty and freedom, our high duty is to see that that 
storehouse is not robbed of its contents. 


We dare not see the birthright of posterity or 
individual independence, or initiative or freedom of 
choice bartered away for a mess of collectivism. 


And so my word to you, my fellow citizens, on 
this seventy-fifth birthday, is this: The Founding 
Fathers dedicated the structure of our Government 
“to secure the blessings of liberty for ourselves and 
for posterity.” We of this generation inherited this 
previous blessing. Yet as spendthrifts we are on 
our way to rob posterity of its inheritance. 

Now the American people have solved many great 
difficulties in its national life. The qualities of self- 
restraint, of integrity, of conscience and courage 
still live in our people. It is not too late to summon 
these qualities into action. 
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